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Budget Introduction 
 

 

Welcome to the City of Manisteeôs Fiscal Year 2012-2013 budget. The Budget is the guiding 

financial policy document for the City of Manistee and includes all City revenues, expenditures, 

and capital projects for the fiscal year.  The Budget is laid out in an easy to understand and read 

format.  The Table of Contents should direct anyone to their particular area of interest. 

 

If you want a quick summary of the document, the Overview section provides the reader with the 

big picture of the Cityôs finances and challenges.  This consists of the City Managerôs Budget 

Transmittal Letter and the Executive Summary.  

 

Important issues are discussed in greater detail under the heading of Issue Pages.  This section 

addresses important, timely issues that impact the City and its residents.  If you want a good 

overview of the most important issues facing the City, this is the place to look.   

 

The General Fund is the largest part of the document and the place where most public services 

are identified, as well as most departmental budgets.  Each departmental budget is presented in 

detail.  Reading the narrative pages of each department will give you a good understanding of the 

responsibilities, operations and challenges of that department, as well as budget assumptions. 

 

Enterprise Funds is the next section of the document.  These funds include the Water & Sewer 

Utility, Municipal Marina, Boat Launch and Ramsdell Theatre.  These are Funds that operate 

like a business and charge user fees to generate operating revenues.  

 

Internal Service & Special Revenue Funds are presented next.  These funds are established for a 

specific purpose, such as tracking a grant or for State mandated items, and typically have 

independent revenue sources.  Examples of activities that are accounted for in these funds are the 

Motor Pool, Major & Local Street Funds, Refuse Fund and various grant funds. 

 

Permanent Funds are those that are intended to be perpetual in nature and where only the 

earnings can be spent.  The Cityôs Oil & Gas fund is a permanent fund. 

 

If you want to see what general physical improvements the City is planning, the Capital Project 

Funds section is the place to look.  These funds track capital expenditures and most current 

projects.  Other specific capital improvements can be found in the Enterprise fund section.  

Finally, the City does not have a Debt Service Fund.  Instead, City debt is recorded in the fund 

that it is associated with.  

 

The Appendices provide valuable supplemental information to the reader.  This section tracks 

valuable information over time, such as the Number of Employees and State Equalized Value.  

This information allows the budget to serve as a record of important historic information. 

 

We hope you find this document useful.  On behalf of the City of Manistee, thank you for taking 

the time to review the Fiscal Year 2012-2013 budget document.  
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Overview 

Budget Transmittal Letter 
 

 

March 23, 2012 

 

 

Honorable Mayor Colleen Kenny 

Members of the Manistee City Council 

City of Manistee 

70 Maple Street 

Manistee, Michigan 49660 

 

Budget Transmittal Letter  
 

Ladies and Gentlemen: 

 

In 1964 Bob Dylan released a song, ñThe times they are a-changingò which seems to be as 

appropriate in 2012 as it was 48 years ago.  This song could be the title for this yearôs budget 

theme as the culmination of four years of taxable value reductions, a decade of State-shared 

revenue cuts, continuing legislative uncertainty out of Lansing, and State-mandated utility 

upgrades to an aging infrastructure has placed the City at a precarious financial crossroad.  The 

financial dilemma is complex, not easily solved, and will require strict spending discipline over 

the next decade to come out ahead. 

 

For the past several years the Stateôs economic crisis has been impacting the City of Manistee.  

This year is no different.  As normal for Northwest Michigan we usually lag behind the State and 

the Nation in economic trends, thus it took longer for the economic recession impacts (mainly 

housing market declines) to reach Manistee and it will continue to impact Manistee longer as 

parts of the State and Nation are entering into recovery mode. 

 

Accompanying these financial pressures the City was also under a State-mandated requirement 

to complete our Fixed Date Schedule Combined Sewer Separation Projects.  More than six 

million dollars of State-mandated infrastructure improvements were completed over the past 

year.  In addition, the City also leveraged this opportunity to upgrade 1.2 miles of orphaned 

streets adjacent to the Cedar Street CSO Project at a cost of more than one million dollars.  City 

Council also chose to upgrade First Street to coincide with the Cedar Street CSO Project which 

added another million dollars that had to be bonded and will need to be repaid.  When you add 

the Municipal Marina, Arthur Street waterfront access, Glocheski Drive, Monroe Street truck 

route and the Maple Street Bridge; it becomes clear just how busy the last two years have been. 

The time has come for the City to slow up on capital projects and work on paying off the projects 

we have completed. 

 

With the knowledge of these fiscal challenges, the City continues to improve and put emphasis 

on strategic planning.  Again in 2011, public input was sought to update the Strategic Plan with 
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assistance from the Alliance for Economic Success.  The major goal of the plan is to address the 

Strategic Mission that states, ñTo competitively position the City of Manistee as the community 

of choice and destination for business, industry, tourists and families.ò  This Strategic Plan, like 

the ones before it, will serve as a guide for future budgetary decisions. 

 

2012 will not be as busy a construction year as 2011.  However, several very important projects 

will be completed in this fiscal year including First Street Upgrades (FY 2011-2012), Maple 

Street Bridge (FY 2011-2012), Fish Cleaning Station (FY 2012-2013) and First Street Beach 

House (FY 2012-2013).  Each of these projects is supported by the Council Strategic Plan and 

support the overall mission to competitively position the City of Manistee as a community of 

choice. 

 

The Capital Improvement Fund, which is almost entirely funded through oil and gas royalty 

investment earnings, has been a driving force over the past few years for completing capital 

projects.  Like all funds, the Capital Improvement Fund has limited resources that are being 

committed over several years to assist with multi-year funding of capital projects.  As these 

commitments increase, the Capital Improvement Fund will not be able to continue funding the 

volume of projects like we have for the past few years.  As we mentioned last year, after 2012-

2013 we are going to need to significantly slow down on capital projects until these multi-year 

projects are paid off and additional non-committed capital improvement funds are available.  

Currently the Capital Improvement Fund is committed at approximately 80%. 

 

The 2012-2013 Budget and Capital Improvement Plan will be introduced to the Council and the 

Community at the Tuesday, April 3, 2012 meeting.  Various budget work sessions have been 

established:  a regular work session on Tuesday, April 10; a work session on Tuesday, April 17; 

and an optional work session on Tuesday, April 24, 2012. The public hearing to review these 

budget recommendations and receive public input on them has been scheduled for Tuesday, 

April 17, 2012.  Budget adoption is anticipated at the regular meeting of May 1, 2012. 

 

While the enclosed budget recommendations represent the City Manager and Administrationôs 

best judgment for spending based on existing City Council policies and priorities, these issues 

are subject to the Councilôs review and ultimate decision.  Councilmembers are the elected 

representatives of the people and maintain the right and responsibility of balancing the 2012-

2013 Budget for the City of Manistee. 

 

Respectfully submitted, 

 

CITY OF MANISTEE 

 

Mitchell D. Deisch 
 

Mitchell D. Deisch, City Manager 

mdeisch@manisteemi.gov  

 

MDD:cl  

mailto:mdeisch@manisteemi.gov
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Overview 

Executive Summary 
 

 

The themes of this yearôs budget are transition and retrenching.  Transition is occurring in many 

areas of the City.  Some transitions are destabilizing and add uncertainty, while others add 

stability and provide clarity.  Some of the key transitions are: 

 

1. State revenue sharing appears to be stabilizing after years of cuts.   

2. We are in an extended period of negative or flat growth in the tax base.   

3. We are moving quickly towards being a full service EMS transport community. 

4. We are on the verge of completing a strategic sewer extension into Filer Twp. 

5. The Legislature continues to pass laws that impact public employers and employees. 

 

Retrenching will have to occur in the areas of capital investments and service provision.  The 

City has undertaken an impressive array of capital improvement projects over the last several 

years.  This pace cannot continue as the funds are simply not available.  Future large projects 

will be very difficult or impossible without significant grant funding.  For the next several years, 

we need to absorb the past projects and ensure that they are maintained to the best of our ability.       

 

Early on, the budget was shaping up to be very difficult to balance in spite of significant 

downsizing and reforms in City government over the past several years.  The primary problem is 

the continued reduction in tax revenue as the housing market collapse continues to impact 

property values.  Concentrated effort and out of the box thinking on both the revenue and 

expense side of the ledger will be needed to continue providing desired services.  The budget for 

all funds, including capital outlay and debt service totals $13,176,201  

 

 

$5,701,596 
43%

$4,099,994 
31%

$1,938,429 
15%

$772,637 
6%

$663,545 
5% Total City Spending

General Fund

Water & Sewer

Other

Streets

Marina, Boat Launch,
Ramsdell
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The General Fund has a balanced budget of $5,701,596 or 43% of total spending.  Services most 

people associate with local government, such as police, fire & EMS, tax collection, assessing and 

planning & zoning are funded here.   

 

The General Fund receives its income from a variety of sources, including property taxes, state 

revenue sharing and charge for services (General Fund Revenues Issue Page).  Tax revenue has 

declined for the third straight year due to a stagnant housing market and less new construction.  

Revenue sharing from the state appears to have stabilized after years of cuts, although a portion 

comes with many strings attached from the state which may prove to be problematic.  The new 

advanced life support transport service (ALST Issue Page) provided by the Fire Department is 

expected to bring significant additional revenue. 

 

General fund expenses are largely stable, with the exception of creating a deputy fire chief 

position (Deputy Fire Chief issue page) and accounting requirements relating to debt service that 

add both revenue and expense.  Pension and health care costs are being managed in a proactive 

manner, although state mandates add much uncertainty to this area (Employment Legislation 

Issue Page).    

 

 

The Water & Sewer Utility has budgeted expenditures for operations, capital outlay and debt 

service of $4,099,994 or 31% of total City spending.  Water and Sewer rates are proposed to 

increase 8.0%.  A typical customer will see their monthly bill increase by $4.62.  This increase is 

required to address additional debt service needs and also reflects the fact that revenue raised is 

not correlated dollar for dollar with rate increases (Water & Sewer Rates & Revenue Issue Page). 

 

Operational costs increased from last year.  The primary causes are the addition of a Utility 

Supervisor (DPW Organization Issue Page) and the S2 grant expenditures which are 90% offset 

by grant revenue 

   

Debt service increased because of obligations from the Jones and Cedar St. CSO projects and 

infrastructure improvements associated with First Street.  Capital outlay decreased sharply 

because of completion of prior projects and the need to push out the Riverbank sewer 

replacement and the Sixth Ave. lift station until finances will allow. 

 

 

The overall Street budget is $1,935,429 or 15% of total spending.  This includes the Major and 

Local Street funds, as well as the Street Improvement fund.  Street maintenance, repairs and 

construction is primarily funded by gas tax money passed through by the State to the City.  The 

budget anticipates no major street projects this year.  Street funds are largely obligated for the 

next several years (Obligated Funds Issue Page)   The budget does support the street asset 

management plan by allocating money for crack sealing a number of roads.  
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Other City funds account for $772,637 or 6% of spending.  Foremost among these funds are the 

Capital Improvement, Grant Management, Oil & Gas, Motor Pool and Refuse funds.  The 

Capital Improvement fund pays for capital projects throughout the City (Capital Improvement 

Fund Issue Page).  This fund has contributed an enormous amount to the Cityôs ability to fund 

critical infrastructure, but is nearing its capacity.   

 

The Grant Management fund accounts for the Local Revenue Sharing Grants, as well as the 

MNRTF Beach House Grant and the GLFT Fish Cleaning station grant.  Both projects will be 

completed this fiscal year (Construction Projects Issue Page). 

 

The Oil & Gas fund is a permanent endowment fund that accumulates royalties and investment 

earnings on City-owned mineral rights.  It is the primary source of revenue for the Capital 

Improvement fund.  Continued positive market performance is crucial to this fund. 

 

The Motor Pool fund accounts for the purchase of vehicles and equipment for use by City 

departments.  The fleet has been reduced somewhat in recent years, and the lifespan of 

equipment extended in an attempt to reduce costs.   

 

The Refuse fund accounts for the taxes and fees collected, and payments made, to collect and 

dispose of refuse and yard waste in the city.  Although our vendorôs contract calls for a 4% 

annual increase, no rate increase will be passed on to customers this year in an attempt to buffer 

the impact of the water and sewer rate increase.      

 

 

The Marina, Boat Launch and Ramsdell Theatre account for $663,545 or 5% of expenditures.  

All three City enterprises have seen significant capital investments in recent years, and now need 

to pay back this debt (City Indebtedness Issue Page).  The Marina should experience higher 

revenues this year with the completion of the new boater facility.  To the extent that this is still 

insufficient to service its debt, the Capital Improvement fund will serve as a backstop.  The Boat 

Launch should also see increased revenues with the completion of the First Street project 

resulting in less disruption.  The Ramsdell Theatre continues to present a challenging situation as 

the City attempts to increase revenues (Ramsdell Theatre Issue Page).  
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Budget Change Summary 
 

 

During the budget process, changes are often made to the Managerôs proposed budget.  These 

changes will be summarized here, and reflected in the budget numbers, narratives and annual 

appropriation.  Issue pages will  not be changed, in order to reflect the issues as they were 

presented in the proposed budget.   

 

The primary changes were as follows: 

 

Council chose to move City Clerk Michelle Wright through the pay scale in an accelerated 

fashion over two years in order to bring her up to parity with her department head peers. 

 

Council decided to limit the water and sewer rate increase to 6% instead of the 8% that had been 

recommended in the Managerôs proposed budget.   

 

Council chose to hold off on hiring the utility director that was proposed in the budget until 

January to offset the decreased revenue from the lower rate increase mentioned above.  
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Issue Page 

Strategic Plan 
 

 

In 2007 the City embarked upon a strategic planning process to focus both Staff and City 

Council efforts on achieving the Cityôs vision: 

 

Manistee will be the community of choice on the Northwest Michigan coastline with 

a strong, diversified economy providing opportunities for alléa city whose 

prosperity continues into the future. 

 

The strategic plan provides direction to staff which is used in formulating each departmentôs 

tactical approach and annual operating budget in order to competitively position the City of 

Manistee as the community of choice and destination for business, industry, tourists and families. 

 

The City annually updates this plan to ensure that it is kept current.  The idea is to keep the focus 

on the big picture items and ensure that the document remains relevant and that all stakeholders 

have input into the plan.  The most recent areas of focus in the strategic plan are: 

 

1. Economic Development & Jobs 

2. Infrastructure & Facilities 

3. Beaches, Parks & Recreation Areas 

4. Financial Stability & Continuous Improvement 

5. Intergovernmental Relationships 

6. Housing, Homelessness and Senior Citizens 

 

 

The annual budget and capital improvement plan are developed with the goal of supporting the 

strategic plan wherever possible and economical.  The past few years have seen tangible, steady 

progress in each of these areas.  This budget continues that trend thru both operational and 

capital items. 

 

The most recent Strategic Plan update can be found at www.manisteemi.gov 

 

Staff and Council will need to continue their strategic planning process in 2012. 

 

 

 

 

 

 

 

  

http://www.manisteemi.gov/
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Issue Page 

General Fund Revenues 
 

 

The General fund is the primary City operating fund.  It is thru this fund where most City 

services are provided.  Financial stability in the General fund is absolutely vital if high levels of 

service are to be maintained.  Unfortunately, the City is being squeezed on both revenues and 

expenses.  This has caused the General fund to come under enormous financial strains in recent 

years, making service provision extremely challenging. 

 

On the revenue side, the City continues to confront significant challenges.  The two primary 

sources of revenue to the General Fund are: 1) local property taxes; and 2) sales taxes passed 

thru to the City from the state in the form of revenue sharing.  Both of these have declined in 

recent years and are largely out of the control of the City. 

 

Revenue will again this year be impacted by both declining property values and lack of new 

construction (growth).  The taxable value of City property declined 2.6% for 2012 which equates 

to a reduction in tax revenue of about $80,000.  This is the third straight year of decline and 

totals 6.4% since 2009.  The aggregate decline yields approximately $160,000 less per year in 

operating property tax revenue. 

  

The City used to receive both constitutional and statutory revenue sharing.  In the current State 

budget, statutory revenue sharing was eliminated and replaced with the economic vitality 

incentive program (EVIP).  Unfortunately, EVIP payments are only 67% of the former statutory 

payment.  Total revenue sharing has declined by 41% or $407,000 (almost 8% of the GF 

operating budget) since 2001 while statutory\EVIP payments have declined by a whopping 75% 

or $430,000.  Total loss of payments since 2001 is $3,400,000.  The Stateôs economic and budget 

crisis appears to be passing and payments are hopefully stabilizing.   
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The City has very little ability to raise new revenues in the General fund, further complicating 

the challenge.  However, it should be noted that the City is currently levying .4655 mills less 

than the maximum allowed as the result of a voluntary millage reduction in 2007.  Prior to 2007,  

the City was levying the maximum Headlee rolled back millage rate.  The additional .4655 mills, 

if levied, would raise approximately $85,000.  
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Issue Page 

General Fund Financial Reserves 
 

 

One key to financial stability is adequate, healthy financial reserves, i.e. a fund balance.  This is 

true for three primary reasons.  First, a reasonable fund balance provides insurance against 

unanticipated major expenses.  Major natural or man-made disasters could require the 

expenditure of significant sums and the fund balance provides resources if necessary to address 

such events.  The severe storm in June, 2008 is an example of this. 

 

Second, an appropriate fund balance provides an opportunity for investment earnings.  

Investment earnings can reduce the demand on other revenue sources and provide further 

stability for municipal operations.  Unfortunately, interest earnings are at their lowest level ever 

because of the actions of the Federal Reserve to keep rates low to stimulate the economy.  

Interest income is now down over 90% or $70,000 annually since the recession began in 2008. 

 

Third, a fund balance provides stability in the event of an economic downturn, one-time or 

nonrecurring expenses, volatile commodity prices and unexpected budget variances.  An 

adequate cash reserve provides an opportunity to absorb these items without dramatically 

altering the services provided.  The City has tapped the fund balance somewhat in the recent past 

to address issues such as tax refunds, high overtime related to record snowfall and record 

gasoline prices.  However, as a rule Administration and Council have to date made the structural 

changes necessary to balance the budget without depleting its savings account. 

 

Council has established a General fund balance target of 20% of prior year operating expense, 

including transfers out for operations and debt service.  Depending on the expenses of the 

previous year, any percentage over 20% will be transferred into the Capital Improvement fund.  

In the past, $410,000 has been transferred.  No additional transfers are anticipated for the 

foreseeable future.  The 20% fund balance goal provides an appropriate financial cushion. 

 

The June 30, 2011 audit showed a general fund balance of $981,242 an increase of $61,303 from 

the prior year.  Fund balance has increased 14.4% or $127,000 over the past two years, almost 

entirely due to a reduction in the number of employees.  The fund balance is currently below the 

20% target balance at 18.4%.  With the continuing decline in property values there will be 

increasing pressure to use the fund balance to maintain existing services.   

 

The current year budget anticipates a maximum $25,000 contribution from fund balance to cover 

non-recurring costs associated with the defense of several large scale tax appeals.  This is 

consistent with the purpose of a general fund balance, as this expenditure is non-recurring in 

nature and inclusion in the traditional operating budget would necessitate unnecessary cuts in 

other areas.  In addition, as has been done in the past, any payback of tax appeals will come out 

of the general fund balance.  The Property Tax Appeals Issue Page explains this in further detail.  
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Issue Page 

Property Tax Appeals 
 

 

As the economic condition of the State has deteriorated over the past several years, the value of 

real estate has also declined.  This challenging environment has led to a much larger number of 

property tax appeals than usual.  Property tax appeals are costly in a number of ways.  First, 

valuable staff time is spent preparing to defend and\or settle the claims.  Second, larger appeals 

often incur legal and\or appraisal fees that are outside of the normal budget.  Third, the loss of an 

appeal can lead to refunds of taxes previously paid.  Finally, the loss of an appeal can diminish 

the amount of taxes collected moving forward. 

 

The City is currently facing nine full tax tribunal cases with a contested taxable value of almost 

$3,000,000.  This has a maximum potential general fund revenue loss moving forward of about 

$52,000 per year.  This does not include any potential payback of taxes.  Due to the complexity 

of some of these cases, it is likely that the City will have to enlist outside legal assistance and 

possibly financial professionals to perform appraisals.   

 

Every effort will be made to minimize this expense, but some will likely be unavoidable.  The 

budget includes $25,000 for these expenses which will be paid out of a contribution from fund 

balance.  Likewise, as is past City practice, any refunds necessary will also come out of fund 

balance.  This approach is advisable because of the non-recurring nature of the expenses, the 

extremely tight position of the general fund budget and ample reserves to absorb this cost.    

 

The City is also facing fourteen small claims cases, primarily residential properties with small 

contested amounts.  City Assessor Julie Beardslee is attempting to settle these where possible 

and advantageous.  Not all cases will be able to be settled. 

 

In addition, the City has already settled four other small claims cases with a total reduction in 

taxable value of about $142,000.  This will result in an annual loss of about $2,500 in general 

fund tax revenue. 
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Issue Page 

ALS Transport 
 

 

The Manistee Fire Department (MFD) started Basic Life Support Transports (BLST) in January 

of 2011.  This was a new and higher level of service for both our employees and our patients.  

With BLST, we are able to give our patients a better overall experience, and also bill for our 

services.  After operating for a few months, it was determined that over half of our patients 

required an Advanced Life Support Transport (ALST), and that we were forgoing much revenue 

by not providing this service to our residents. 

 

In July of 2011 it was decided that the MFD would work towards becoming an ALST 

organization.  This requires additional training to bring employees from EMT level to Paramedic 

level.  To begin this transition, two employees, Capt. Darling and Driver Engineer Cameron were 

selected to start paramedic classes at WSCC.  The cost of the paramedic program is somewhere 

between $6,000 and $8,000 per student for the 15 month program. The program includes a 

semester of prerequisites and a year of the paramedic program.  In addition, Firefighter Fred 

LaPoint requested and was granted permission to enter the same program as long as he paid his 

own tuition costs.  All three of them passed the prerequisites and are established in the program. 

 

As a BLST service we did 254 transports in the year 2011 and generated an estimated $60,000 in 

new revenue with very few new expenses.  At the same time there were 291 ALS transports 

made by WSMC crews that we were not qualified to make.  We have slowly gained a higher 

percentage of the transports from the city but still are missing 45% of all calls due to ALS 

requirements.  An ALS transport is more technical and is billed at a higher rate to the patientôs 

insurance service and Medicare.  Consequently if we were in a position to capture all of the runs 

coming from the city we could generate an estimated $200,000 to $250,000 in revenue annually.  

That would be the actual revenue generated after write offs and uncollectable bills. 

 

The law allows us a two year period to transition into an ALS service. As a result when these 

three employees graduate the paramedic program we will begin transporting ALS patients as we 

have staff on duty.  Within two years we will train three additional paramedics and will be fully 

staffed to do ALS 24/7.  To run a paramedic level program we need a cardiac monitor on the rig, 

which we have budgeted for in this budget.  Long term we would like to have a back-up 

ambulance and will continue to search for grant opportunities through the Aid to Firefighter 

programs and perhaps the rural health initiative.  There is money out there to offset the cost of a 

second ambulance.  

 

The proposed budget assumes $145,000 in transport revenue because of the ability to do ALS 

transports, up from the $80,000 projected revenue this fiscal year. 
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Deputy Fire Chief 
 

 

The proposed budget calls for promoting an employee to a Deputy Chief position and hiring an 

additional full time firefighter in order to manage the EMS side of the operation. 

 

In calendar year 2011 MFD EMS crews responded to 857 EMS calls for service.  Crews 

transported 254 Basic Life Support (BLS) patients.  An additional 291 Advanced Life Support 

(ALS) patients were transported by WSMC.   

 

In the fall of 2011 three MFD employees began an educational program that within the year will 

license them as paramedics (EMT-P).  Once they hold their license the MFD will begin to 

capture many of the ALS runs that previously went to WSMC.  Over the course of the next two 

years the plan is to send as many as three more department members to school to obtain their 

EMT-P license.  At that time we will be fully transitioned to an ALS service and functioning at 

that level. 

 

As a BLS service the department has already generated $70,000 in new revenue to the city.  Our 

costs to do that were minor and much of it was funded by an LRSB equipment grant.  In addition 

the educational portion of the transition is substantially funded by a LRSB grant. 

 

By January of 2013 we expect to be transporting ALS patients and conservatively estimate 

additional revenue of over $100,000 annually.  The amount of administrative time necessary to 

manage 500 plus medical runs, continuing education requirements, review of run reports, quality 

control and continuous improvement is far above the administrative time available in the current 

configuration.  Patient care is an area of potential high liability and requires constant attention to 

detail.  The Deputy Chief would have primary responsibility for this function on a daily basis. 

 

When a Deputy Chief is named the intention is to promote one of our two part time paramedics 

to a full time position.  This would free the Deputy Chief for the aforementioned administrative 

tasks, and add a paramedic to our compliment of employees for ALS.  We currently have two 

trained and read to go paramedics in our part time lineup. 

 

The next two to three years is critical for the continued progression to ALS.  Having daily 

oversight through a Deputy Chief is the best option to provide this oversight.  A Deputy Chief 

would come from within the rank and file of current members.  At the time when Captain Smith 

retires we would reevaluate the effectiveness of the position.  If for some unforeseen reason it is 

determined that the position was not effective or not necessary, we would have the opportunity to 

eliminate it at that time thru attrition. 

 

The estimated cost to promote a Deputy Chief and hire a full time entry level person at the 

firefighter level is approximately $50,000 including benefits.  The cost is more than offset by the 

revenue generated from moving to ALST, estimated to be in the $200,000 range annually. 
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DPW Organization 
 

 

Staff has committed to an in-depth review of all City departments.  The Department of Public 

Works (DPW) White Paper was completed and presented to City Council on Monday, March 19, 

2012.  The report was a combined effort among staff and consultants Fishbeck Thompson Carr & 

Huber. 

 

Whereas in the past Staff has not made recommendations in the Public Safety and Assessing 

White Papers; the importance of the DPW and future organizational model of the Utility 

Departments necessitated the need for staff to include their preferred organizational model which 

recreates the Utility Supervisor position overseeing both the Water and Wastewater operations.  

This model also elevates manager positions out of the union to manage day to day operations of 

both departments. 

 

Along with overseeing the WTP and WWTP departments, the Utility Supervisor will also work 

closely with the DPW Director for the next few years and upon the DPW Directorôs retirement, 

will assume the DPW Director role, thus creating a succession plan for the current DPW Director 

position. 

 

Funds are included in the fiscal year 2012-2013 budget for this transition, although Council will 

ultimately make the decision on the route these departments will follow. 
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Water & Sewer Rates & Revenue 
 

 

The primary source of revenue for the 

Cityôs water and sewer utility is the 

money raised by customer charges for 

water and sewer service.  These are billed 

monthly and are currently $2.84 per 

1000G of water and $5.68 per 1000G of 

sewer.  The total of these charges 

typically account for 85% of the annual 

revenue of the utility, or about 

$2,700,000.  Of this, over 50% comes 

from one customer, the Oaks prison.  The 

reason for this is that they are by far our 

largest user AND by contract they pay 

double the rates of regular customers.   

 

This customer concentration risk is significant and can cause revenue to fluctuate considerably 

depending on prison population and\or water saving activities.  It also means that their activity is 

highly correlated to and controls the trend of overall utility revenues.  

 

 

 

 

 

 

 

 

 

 

 

 

Since 2006, the City has raised water and sewer rates by 41%.  The expansion of the WWTP and 

the Jones and Cedar St. sewer separation projects, as well as long overdue maintenance projects 

and system improvements are part of the reason for the increase.  However, mandatory and 

necessary inflationary increases also have contributed.     

 

Detailed analysis of our revenue streams has shown that over the last several years there is not a 

one to one correlation between water and sewer rate increases and revenue increases, particularly 

among our regular customers.  The likely causes of this are increased water conservation (such as 

less sprinkling), installation of low flow fixtures and low water use appliances & population loss. 
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The end result is that over the last 6 years, for every 1.0% increase in rates, non-Oaks customer 

revenue increased by only 0.3%.  Over the same period, for every 1.0% increase, Oaks revenue 

increased about 1.3%.  Overall, a 1.0%  rate increase led to about a .75% revenue increase.  
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Water & Sewer Pricing Sensitivity

Oaks Change

Non-Oaks Change

Rate Change

 
 

This behavior is referred to as price sensitivity, or price elasticity of demand.  It is the degree to 

which the price of a product affects consumers purchasing behaviors.  As rates of a product rise, 

consumption of that product tends to fall.   

 

As a result of this behavior, the rate increases have not been as effective as hoped for in raising 

necessary revenue.  This means that the utility will have to raise rates more, and also for a longer 

duration, than previously expected.  For example, during the planning phase of the projects, it 

was projected that a 12% phased in rate increase would be sufficient to cover the anticipated debt 

service.  It now appears that the increase will need to be in the 18% to 22% range. 

 

It is important to keep in mind a few other factors that will determine rate increases moving 

forward: 

 

1. The level of population at the Oaks and whether they undertake additional water 

conservation measures. 

  

2. The sensitivity of regular customers to additional rate increases. 

 

3. The timing and magnitude of additional customers in Filer and Manistee Townships. 

 

The budget proposes an 8.0% increase comprised of 5.3% for additional debt service and 2.7% 

for inflation which yields an effective rate of 6.0% using the .75% sensitivity factor.  Future rate 

increases beyond inflation will  be necessary and depend upon all the factors listed above and 

future capital investments.  
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Obligated Funds 
 

 

The City has obligated a large amount of funds in future years to fund recent capital investments.  

These obligations need to be recognized and it needs to be understood that the payback of them 

will limit future capital projects, as well as making cash flow management extremely important 

moving forward.  The charts below show the percent of annual operating revenue obligated in 

various funds.  This does not consider any cash reserves in the respective funds, nor transfers in. 
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Departmental White Papers 
 

 

In 2010 the City of Manistee completed the Operational Services Assessment Study that looked 

for ways to improve and reduce costs in each City department.  Out of the OSA report came 

direction from Council that Administration would complete a White Paper study on each City 

department looking for best practice organizational models, privatization opportunities, and 

intergovernmental cooperation; all with the goal of maintaining the community desired level of 

service and reducing costs if possible.   

 

Council has previously received and discussed the Public Safety White Paper and the Assessing 

White Paper.  Each has led to considerable discussion and ultimately led to restructuring within 

each department.  They also proved valuable in preparing the budget and moving forward in a 

more sustainable fashion.   

 

The DPW White Paper is being presented and discussed as part of the budget process.   

 

Other departmental white papers that need to be completed are Community Development, 

Finance/Clerk and City Manager.  The Community Development and Finance/Clerk departments 

will be next and the process will start in early summer. 
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Capital Improvement Fund 
 

 

The Capital Improvement fund was established in 2005 as a method to accumulate money to 

help pay for capital improvements in the City.  All major capital expenditures not required to be 

recorded in another fund will be recorded and budgeted for in this fund.  This will primarily be 

General fund items.  However, it could include things such as streets and other infrastructure 

needs, such as other City-owned buildings, Municipal Marina or Boat Launch.  Projects in the 

Capital Improvement fund will be supported by case statements that can be found in the Capital 

Improvement Plan and\or Capital Improvement fund budget. 

 

The primary source of funding is Oil & Gas 

fund earnings.  This will provide a stable, 

long-term source of funding for capital 

projects.  However, this source of funds is 

not inexhaustible. 

 

Secondary sources of funding will be an 

annual transfer of excess General fund 

balance, general fund appropriations and 

one time transfers.  An annual evaluation of 

the General fund balance will be undertaken 

each year after getting the audit results back.  The current policy is to transfer any amount in 

excess of 20% of General fund operating expenses to the Capital Improvement fund.  Based on 

the FY 2011 audit, the general fund is below the 20% threshold, so no transfer will occur in FY 

2011 and none is anticipated in the foreseeable future. 

 

The Cityôs Capital Improvement fund is a significant financial resource for the City.  However, 

like any other resource, it needs to be managed wisely and is not inexhaustible.  Due to proactive 

actions by Administration relating to allowable investments and the resultant professional 

investment management of the Oil & Gas fund, revenues provided to the Capital Improvement 

fund are greatly increased and will provide much needed stability moving forward.  

Administration estimates that if not for these changes three years ago, annual revenue would be 

$300,000+ less than are currently being received. 

 

As the Capital Improvement fund has become the main source of funding capital projects, the 

demands on it have increased significantly.  Initially, the size and scope of projects budgeted 

allowed for cash payments.  Even large projects such as the Fifth Avenue Beach house were paid 

for in cash (although this was only accomplished by the use of excess General fund balance that 

had been transferred in).  As the number and size of some of the projects has increased, the 

ability to finance improvements in cash has declined.  The fund is now committed out multiple 

years through financing mechanisms such as installment purchase contracts.  As a result, the 

number and size of future projects will necessarily be impacted. 
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City Indebtedness 
 

 

The City has thirteen outstanding bond issues for a variety of purposes.  It has eight outstanding 

bank installment purchase contracts and internal loans.  These bond issues and loans create a first 

demand on City financial resources, before any discretionary funding.  It is necessary to remain 

aware of these obligations as the City makes decisions on other financial matters. 

 

 

Detailed information on all of the Cityôs debt is found on the next two pages.  It should be noted 

that the cost of capital for most of the Cityôs debt is at quite advantageous rates, particularly the 

loans thru the SRF and DWRF programs. 

 

Refunding activity is an important part of the Cityôs financial management.  When market and 

bond covenants allow, the City will refinance previous debt issues to save money.  In August of 

2005, the City refunded three Water & Sewer revenue bonds.  This refunding saved the City 

$282,000 over the life of the bonds.  In 2010, the City refinanced the DDA bond, saving over 

$60,000. 
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Outstanding Bond Debt
As of 7/01/2012 Original Remaining Remaining Total 2012-2013 2012-2013 2012-2013

Public Years Principal Principal Interest Remaining Principal Interest Total

Issue # Issue Name Purpose Type Act Paid By Expires Left Balance Balance Payments Payments Payments Payments Payments

1 1997 B SRF CSO Revenue 94 Water & Sewer 2017 5 525,000$      155,000$      10,688$      165,688$      30,000$      3,488$     33,488$      

2 1998 B SRF CSO GO LT 451 Water & Sewer 2019 7 2,715,000$   1,065,000$   86,344$      1,151,344$   140,000$    22,388$   162,388$    

3 1999 MTF Streetscape MTF LT 175 Major Street 2015 3 1,500,000$   395,000$      31,430$      426,430$      125,000$    17,163$   142,163$    

4 1999 B SRF CSO GO LT 451 Water & Sewer 2021 9 2,285,000$   1,170,000$   136,875$    1,306,875$   115,000$    27,813$   142,813$    

5 2003 Cap Imp City Hall GO LT 34 General Fund 2024 12 2,950,000$   2,315,000$   675,870$    2,990,870$   115,000$    91,238$   206,238$    

6 2005 WS Refunding Refund WS Revenue 94 Water & Sewer 2028 16 6,285,000$   5,020,000$   1,058,183$ 6,078,183$   445,000$    193,851$ 638,851$    

7 2006 SRF WWTP Revenue 94 Water & Sewer 2027 15 2,757,270$   2,142,270$   284,847$    2,427,117$   130,000$    34,812$   164,812$    

8 2010 SRF CSO Revenue 94 Water & Sewer 2031 19 705,000$      680,000$      173,750$    853,750$      30,000$      16,625$   46,625$      

9 2010 DWRF CSO Revenue 94 Water & Sewer 2031 19 465,000$      445,000$      114,313$    559,313$      20,000$      10,875$   30,875$      

10 2010 Cap Imp Various GO LT 34 W&S, CI, MjSt 2031 19 5,800,000$   5,590,000$   2,527,470$ 8,117,470$   210,000$    214,385$ 424,385$    

11 2010 DDA Refunding Streetscape DDA LT 197 DDA 2020 8 1,075,000$   965,000$      136,275$    1,101,275$   105,000$    28,350$   133,350$    

12 2011 SRF CSO Revenue 94 Water & Sewer 2032 20 1,485,000$   1,485,000$   402,188$    1,887,188$   60,000$      36,375$   96,375$      

13 2011 DWRF CSO Revenue 94 Water & Sewer 2032 20 775,000$      775,000$      209,563$    984,563$      30,000$      19,000$   49,000$      

TOTAL 29,322,270$ 22,202,270$ 5,847,793$ 28,050,063$ 1,555,000$ 716,361$ 2,271,361$  
Total

Total Total Debt

Type of Bond Debt Principal Interest Service

Revenue 10,702,270$ 2,253,530$   12,955,800$ 

General Obligation 10,140,000$ 3,426,559$   13,566,559$ 

Michigan Transportation Fund 395,000$      31,430$       426,430$      

Downtown Development 965,000$      136,275$      1,101,275$   

Total 22,202,270$ 5,847,793$   28,050,063$  
 

 

 

 

 

 

 

 

 

Total

Total Total Debt

Source of Funds to Repay Principal Interest Service

Water & Sewer 16,520,653$ 4,096,944$   20,617,596$ 

General Fund 2,315,000$   675,870$      2,990,870$   

Street Funds 1,455,172$   510,778$      1,965,950$   

Capital Improvement Fund 946,445$      427,927$      1,374,372$   

DDA 965,000$      136,275$      1,101,275$   

Total 22,202,270$ 5,847,793$   28,050,063$ 

Total Existing Bond Debt by Fiscal Year

Principal Interest Total

2013 1,555,000$   716,361$      2,271,361$     

2014 1,620,000$   666,951$      2,286,951$     

2015 1,685,000$   613,919$      2,298,919$     

2016 1,600,000$   562,661$      2,162,661$     

2017 1,660,000$   512,412$      2,172,412$     

2018 1,720,000$   459,452$      2,179,452$     

2019 1,790,000$   402,686$      2,192,686$     

2020 1,865,000$   339,413$      2,204,413$     

2021 1,025,000$   289,299$      1,314,299$     

2022 930,000$      256,588$      1,186,588$     

2023 960,000$      223,801$      1,183,801$     

2024 995,000$      189,576$      1,184,576$     

2025 730,000$      160,247$      890,247$        

2026 745,000$      136,312$      881,312$        

2027 732,270$      111,359$      843,629$        

2028 625,000$      85,895$       710,895$        

2029 580,000$      62,905$       642,905$        

2030 610,000$      40,130$       650,130$        

2031 630,000$      16,015$       646,015$        

2032 145,000$      1,813$         146,813$        

22,202,270$ 5,847,793$   28,050,063$    
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Outstanding Bank\Other Debt
As of 7/01/2012 Original Remaining Remaining Total 2012-2013 2012-2013 2012-2013

Public Years Principal Principal Interest Remaining Principal Interest Total

Issue # Issue Name Purpose Type Act Paid By Expires Left Balance Balance Payments Payments Payments Payments Payments

1 Renaissance Park Economic Dev StateLoan n/a General Fund 2022 10 102,000$   61,775$      -$          61,775$      5,616$       -$        5,616$       

2 Fire Pumper Public Safety IPA 99 Motor Pool 2014 2 206,771$    69,634$      4,916$       74,550$      22,420$      2,430$     24,850$      

3 Beach Cleaner Parks IPA 99 Motor Pool 2012 0 73,290$      14,658$      690$         15,348$      14,658$      690$        15,348$      

4 Ramsdell Roof Ramsdell IPA 99 Cap Imp 2017 5 425,000$    343,873$    41,607$     385,480$    56,781$      13,098$   69,880$      

5 Bucket Truck Motor Pool IPA 99 Motor Pool 2014 2 60,000$      45,866$      3,293$       49,159$      14,759$      1,628$     16,386$      

6 Marina Building Marina IPA 99 CapImp\Marina 2026 14 380,000$    380,000$    105,796$   485,796$    20,074$      12,312$   32,386$      

7 Marina Building Marina Internal n/a Marina 2021 9 274,482$    274,482$    31,894$     306,376$    24,631$      6,007$     30,638$      

8 Arthur St. Launch Boat Launch Internal n/a Boat Launch 2018 6 135,000$    135,000$    11,117$     146,117$    18,149$      2,725$     20,874$      

9 Ramsdell HVAC Ramsdell IPA 99 Cap Imp

TOTAL 1,656,543$ 1,325,286$ 199,314$   1,524,600$ 177,088$    38,890$   215,978$     
Total

Total Total Debt

Type of Debt Principal Interest Service

State of MI 61,775$             -$             61,775$      

Installment Purchase 854,030$           156,303$      1,010,333$ 

Internal 409,482$           43,011$       452,493$    

Total 1,325,286$        199,314$      1,524,600$ 

Total

Total Total Debt

Source of Funds to Repay Principal Interest Service

General Fund 61,775$             -$             61,775$      

Motor Pool 130,157$           8,899$         139,057$    

Marina 274,482$           31,894$       306,376$    

Boat Launch 135,000$           11,117$       146,117$    

Capital Improvement 723,873$           147,403$      871,276$    

Total 1,325,286$        199,314$      1,524,600$ 

Total Existing Bank\Other Debt by FY

Principal Interest Total

2012 152,457$      32,884$      185,341$         

2013 167,118$      33,512$      200,630$         

2014 172,909$      27,721$      200,630$         

2015 137,192$      22,201$      159,394$         

2016 141,451$      17,943$      159,394$         

2017 111,922$      13,672$      125,594$         

2018 78,108$       11,406$      89,514$           

2019 58,994$       9,646$        68,640$           

2020 60,378$       8,262$        68,640$           

2021 61,800$       6,840$        68,640$           

2022 63,261$       5,379$        68,640$           

2023 28,508$       3,878$        32,386$           

2024 29,432$       2,954$        32,386$           

2025 30,386$       2,001$        32,386$           

2026 31,370$       1,016$        32,386$           

1,325,286$   199,314$    1,524,600$      
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Issue Page 

Construction Projects 
 

 

Like in the 2011-2012 fiscal year the 2012-2013 fiscal year will be very busy with construction 

projects.  However, the scope and cost of projects will be much reduced from those the last 

several years.  Nonetheless, the projects scheduled are extremely important to the City. 

 

The major projects for the upcoming fiscal year are: 

 

First Street Beach House   $480,000 (previously budgeted) 

Fish Cleaning Station    $150,000 (previously budgeted) 

Ramsdell Classrooms\Concession    $40,000 

Water & Sewer Utility (total)     $95,000 

 

 

As previously discussed, the long term commitments in all City funds due to the pace of 

construction in recent years will limit the number and scope of capital projects for the next 

several years. 
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Issue Page 

Ramsdell Theatre 
 

 

The City owns the historic Ramsdell 

Theatre (ñRamsdellò).  The Ramsdell is 

listed on the National Register of Historic 

Places and serves as the cultural center of 

Manistee County.  It is one of the finest 

small theatres in the country.  In the recent 

past, the volunteer, non-profit group 

Ramsdell Theatre Restoration Project 

(ñRTRPò) has raised nearly $3,000,000 

from generous donors and various grants 

to renovate and restore the Theatre.   

 

The City, through the Ramsdell Theatre 

Governing Authority (RGA), manages 

and operates the facility.  It sets the 

policies for the building and is responsible 

for ongoing maintenance.  The day to day 

management provided entirely by City 

employees as a secondary responsibility to 

their main job functions.  The work is split 

primarily between the Financial Services 

department and the Community 

Development department.     

 

The theatre is still has not been completely renovated.  Ballpark estimates of work remaining to 

be done are around $600,000.  The City has recently made substantial investments in the 

building.  The Theatre roof and other areas of the building envelope were addressed in the fall of 

2009 at a cost of $485,000.  The HVAC system was completely replaced in the fall of 2011 at a 

cost of $1,260,000.  Other improvements include the addition of a projector to show movies in 

the theatre, upgrading the sound system to stereo and beginning to renovate three classrooms 

downstairs.  Each of these projects is being funded through the capital improvement fund.  The 

remaining areas of the building that need completing: 

 

Lower level classrooms    Green room reconfiguration 

Concession area     Handicap accessible elevator access  

Dressing rooms and substage   Ballroom serving bar 

Subtheatre floor 
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The Capital Improvement plan lists these areas and the Capital Improvement fund budget 

includes money for finishing the lower level classrooms and then addressing the next highest 

priority, probably the ballroom serving bar and\or concession area. 

 

From an operational standpoint, the RGA hopes to eventually move the Ramsdell Theatre to a 

break-even enterprise.  However, this is a number of years down the road.  In the short-term, the 

Cityôs General fund provides a $60,000 annual operating subsidy.  This subsidy allows the 

Theatre to keep its doors open, and more importantly, protect the multi-million dollar investment 

that has been made in the building.  The transfer provides money to partially fund operations; 

primarily utility bills and custodial services, and also day to day maintenance.   

 

In an attempt to increase revenue, the RGA hired a consultant to schedule several months of 

programming to attempt and generate additional revenue.  The initiative has not been profitable, 

but has raised the awareness level of the Theatre and should pay dividends down the road.   

 

Administration, Council and the Community recognize the extraordinary value of the Ramsdell.  

However, the reality is that the Ramsdell is not self-supporting operationally, consumes a 

significant amount of capital improvement resources and cannot effectively be operated by City 

staff on a part-time basis in the intermediate to long term, particularly if activity levels increase.   

 

This last point is particularly important.  The increased programming attempted over the last 

several months has made it clear that in order to continue with this level of activity, a dedicated 

Executive Director\Manager is needed for the Ramsdell in the near future.  However, one is not 

contemplated in this yearôs budget. 

  

Instead, the RGA and Administration are continuing investigations into alternative operating 

models and\or funding sources for the Theatre, including strategic private partnerships, 

collaborative public partnerships and dedicated revenues thru a county wide millage\authority.  It 

will continue to study the various options and provide a report back to Council at a future date.   
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Issue Page 

Employment Legislation 
 

 

The State legislature has recently passed a variety of laws that have a direct impact on City 

employees.  The three major ones are: 

 

Pubic Act 54 of 2011  Public Act 152 of 2011 Public Act 63 of 2011 

 

Pubic Act 54 of 2011amends the Public Employment Relations Act.  It deals with expired 

collective bargaining agreements.  If an agreement expires, wage and health insurance costs are 

frozen at current levels.  The employee must pick up 100% of the additional health insurance 

costs.  Further, once the contract is finally settled, the City may not pay retroactive wage 

increases, nor cover the increased premium costs retroactively.  This law gives unions a powerful 

incentive to settle contracts. 

 

Public Act 152 of 2011 addresses the maximum amount a public employer can pay for its 

medical benefit plans; known as the ñhard capò.  It also provides options for the governing body 

to select a different formula, or opt out of the requirements.  This law has the general effect of 

forcing employees to absorb a greater share of health insurance costs than they may have in the 

past.  Because of the past reforms taken by the City, there is a good chance we will be able to 

meet the hard cap limits, although this is yet to be determined. 

 

Public Act 63 of 2011is a budget law that replaces statutory revenue sharing with the Economic 

Vitality Incentive Program (EVIP).  The three phases of EVIP are Accountability and 

Transparency, Consolidation of Services and Employee Compensation.  Each phase of EVIP is 

worth $47,260 to the City.  EVIP Phase 3 addresses the following areas: 

 

1. Maximum allowable retirement plan contributions for new hires. 

2. Maximum pension multipliers for all employees. 

3. Limiting the amount of overtime and paid accrued leave that can be used when 

calculating a pension. 

4. A 20% health care premium contribution for all new hires. 

 

Each of these laws will have a significant impact on the City and our employees, and will make 

negotiating union contracts much more difficult.   
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Issue Page 

Employees 
 

 

Employee Groups & Numbers 

The City of Manistee has four different unionized employee groups including the DPW 

employees represented by the United Steelworkers (USW), police officers represented by the 

Police Officers Association of Michigan (POAM), police sergeants represented by the Command 

Officers Association of Michigan (COAM), and the firefighters represented by the International 

Association of Fire Fighters (IAFF).  A fifth group of five nonsupervisory, non-union employees 

has recently voted to be represented by the Governmental Employees Labor Council (GELC).  

Currently, supervisory and support staff are nonunion.  Collective Bargaining Agreements are in 

place for all four unions, as shown. 

 
Employee Number of Contract

Group Employees Expiration

POAM 8 June 30, 2012

COAM 3 June 30, 2012

IAFF 8 June 30, 2012

USW 21 June 30, 2012

GELC 5 TBD

Supervisory 7 n/a

General 3.5 n/a

Manager 1 n/a

Total 56.5 n/a  
 

The public safety unions consisting of the POAM, COAM and IAFF have binding arbitration 

rights under PA 312, whereas the USW and GELC do not.  This means that if negotiations reach 

an impasse, an independent arbitrator will ultimately make the final decision for these three 

unions.  However, no one benefits from going through arbitration, and it is always 

Administrationôs goal to settle contracts through good faith negotiation. 

 

The current year budget calls for an increase in the number of employees of 2, from 54.5 to 56.5.  

This is comprised of the creation of Deputy Fire Chief and Utility Director positions.  

 

Wages 

Employee group wages are adjusted annually on July 1, and are adopted as part of the overall 

budget.  Each existing Union group has an established wage and step schedule.  A step schedule 

is a mechanism by which employeesô annual wages are developed.  It establishes an introductory 

wage for a position, and then over a period of years moves employees through a series of wage 

increases, or steps, as their experience and abilities develop. Eventually, the employee hits the 

top of the wage scale and no longer receives an annual step increase.    

 

 

Non-union groups had a wage and step scale based on a compensation and classification study 

done several years ago.  The step component of the schedule has not been used for several years.   
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To account for inflation, each wage scale is annually adjusted by a percentage that is negotiated 

(union groups) or tied to the Proposal A inflation rate (nonunion groups).  For this year, the 

Proposal A inflation rate is 2.7%.   

 

Wages increased 2% last year after having been frozen for the prior two years (unless an 

employeeôs job classification changed), and the year prior to that POAM and COAM gave up a 

negotiated 4% increase.  Additionally, Department directors took two furlough days two years 

ago, reducing their wages by about 1%.   

 

In this yearôs budget, Administration is proposing a modest wage increase for all employees.  

Union employee step increases are subject to negotiation.  Non-union employees not at the top of 

their scale receive an additional 1%.  City Clerk Michelle Wright will receive an additional 1% 

adjustment to move her closer to her department head peers which she has lagged behind since 

the economic downturn started.  Final wages will require the POAM, COAM, IAFF, USW and 

GELC to agree to them in collective bargaining negotiations.  The extreme financial challenges 

brought about by the housing market decline and continued erosion of State revenue sharing has 

made for difficult financial times.   

 

Pension 

The City is a member of the Municipal Employeesô Retirement System of Michigan (MERS).  

Most of the Cityôs employees are covered under one of a number of defined benefit (DB) 

retirement plans administered through MERS.  A few employees are covered under a 457 

deferred comp plan administered by ICMA and\or MERS, or a 401 defined contribution plan 

provided by MERS; collectively (DC).      

 

MERS calculates an annual contribution for each DB plan while the DC contribution is a 

percentage of wages.  Overall, the retirement plan is funded at 103.8%, which is very strongly 

funded; in the top 10% of all MERS plans.  This percentage has generally declined over time, as 

is expected actuarially, and also because of the recent market downturn.  The table below shows 

relevant pension information. 

 

Percent Normal Required Budgeted

Division Funded Cost Minimum Contribution

01 Non-Union 96.1% 4.92% 6.25% 6.25%

02 POAM 104.0% 10.27% 7.10% 7.10%

05 IAFF 90.2% 9.50% 13.84% 13.84%

10 USW 120.0% 4.66% 0.00% 0.00%

    USW New 100.0% 2.17% 2.17% 2.17%

20 COAM 122.8% 9.77% 0.20% 0.20%

Overall 103.8%  
 

Recent benchmarking shows that the City pension plan is in much better financial shape than its 

peers.  Specifically, in comparison to its peers, the Cityôs plan: 
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1. Is significantly better funded. 

2. Costs the City less per active employee. 

3. Requires a much higher employee contribution. 

4. Provides a lower pension benefit. 

5. Provides fewer benefit riders. 

 

Post-Employment Benefits 

The City generally provides a contribution of $250 per month for retirees from retirement age till 

eligibility for Medicare towards health insurance. This hard cap has generally limited the Cityôs 

annual expected contribution for this benefit to about $20,000 per year.  This is in stark contrast 

to many other communities where retiree healthcare has created multi-million dollar unfunded 

liabilities.  Because of the nature of this benefit, the City funds it on a pay as you go basis. 

Recent laws passed at the State level may significantly impact this area moving forward. 

 

Health Insurance 

The City provides health insurance to all full-time employees.  Coverage is provided through a 

Blue Cross Blue Shield of Michigan (BCBSM) insurance pool.  It has been a long-standing City 

objective to provide quality, affordable health coverage to employees as a method of attracting 

and retaining talented staff. However, maintaining quality coverage has become more difficult.  

Health insurance is the second biggest employee expense behind wages.  As is the case 

throughout the country, the City has seen tremendous increases in the cost of health insurance 

premiums.  Over the past several years, the Cityôs premiums have grown much faster than 

general inflation.  

 

To combat the rapid rise in prices, the City has been proactive in addressing these costs.  In the 

late 1990ôs, it switched from a Master Medical plan to a PPO plan.  Cost savings for this move 

are not available.  However, the belief is that there were small savings and improved coverage.  

In 2003, the City went from a $5 flat co-pay drug card to a $10/$20 generic/brand co-pay drug 

card.  Then in 2005, the City went to a $15/$30 generic/brand drug card.  In 2007, the City 

implemented a choice of plans for non-union, IAFF and USW and required employee 

participation in premium costs for the more expensive plans.   

 

In 2009, the City implemented a Flexible Blue 2 (FB2) plan, maintained employee premium 

payments and added Health Reimbursement Arrangement (HRA).  The FB2 is a high deductible 

plan that reduces premiums and makes pricing more apparent.  Under the HRA, the City 

reimburses the employee their out of pocket costs up to the deductible limits.  As part of the plan, 

the City has also achieved health care capping.  The City will be responsible for the first 5% of 

premium increases.  The employee is responsible for the next 5%.  The third 5% is split between 

the employee and the City.  Any increase greater than 15% is considered catastrophic and the  

 

City picks up those additional costs.  The net result is that the City has likely limited its exposure 

to 7.5% in any given year.  This cost sharing formula resulted in a USW arbitration case which 

was decided in the Cityôs favor.   
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This FB2 plan worked well for two years.  Then, the City was hit with a 30%+ premium 

increase.  This forced the City to look at other options in order to reduce costs.  Effective July 1, 

2011 City non-union staff switched to a very high deductible plan with an HRA.  The estimated 

savings to the City are over $100,000.  This plan was also implemented with all of the Union 

groups effective October 1.  The budget assumes this plan and the cost sharing formula remain in 

place.  Recent laws passed at the State level may significantly impact this are moving forward.   

  

Other Benefits 

Longevity payments have been eliminated for all groups except the USW which agreed to abate 

theirs for another year.  The proposed budget assumes this abatement continues or the payment is 

eliminated thru negotiations.  The City will look to reduce or eliminate sick time sell back for 

groups that still have it.  These provisions will have to be negotiated into all four union contracts, 

but have already been implemented for the non-union staff.  Sick time sell back will save at least 

$5,000 per year, although this amount is highly variable because of each employeeôs utilization.   

 

Conclusion 

The Cityôs employees are its most valued asset.  None of the high level of services that Manistee 

residents enjoy would be possible without the Cityôs highly trained and dedicated workforce.  

The recent financial crisis in Michigan and across the country has been felt in Manistee too.  City 

employees have taken the brunt of the cuts and have worked in a constructive manner with 

Administration through these difficult times.  New laws passed by the Legislature will put even 

more financial burden on our employees. 
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Issue Page 

Interfund Activity  
 

There is considerable interaction among the various accounting funds of the City.  The following 

table shows the transfers, reimbursements and charges that have been budgeted. 

 
From Fund To Fund Amount Reason

Operating Transfers

Oil & Gas Water & Sewer 365,548$     Transfer investment earnings in

Water & Sewer Capital Improvement 365,548$     Transfer investment earnings out

General Ramsdell Theatre 60,000$       Operating subsidy

Charge for Services

General Motor Pool 180,450$     Lease of equipment

Water & Sewer Motor Pool 105,000$     Lease of equipment

Building Inspector General 10,000$       Reimbursement

Major Street General 202,000$     Reimbursement

Local Street General 80,000$       Reimbursement

Refuse General 15,500$       Reimburse for trash haul

Refuse General 20,000$       Reimburse for yard waste

Refuse General 29,000$       Administration

Water & Sewer General 277,000$     Administration

Marina General 14,000$       Administration

Boat Ramps General 9,500$         Administration

Debt Service

Capital Improvement General 71,853$       2010 CI Bond

Local Street General 80,487$       2010 CI Bond

Water & Sewer General 272,045$     2010 CI Bond

Capital Improvement Marina 40,000$       Marina Debt Service

Capital Improvement Ramsdell 178,830$     IPA Debt Service

Boat Launch Water & Sewer 14,536$       Internal Loan Pmt

Marina Water & Sewer 63,024$       Internal Loan Pmt  
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General Fund 

Revenue 
 

 

General Fund revenues come from a variety of sources.  Property taxes account for about 60% of 

the budget, with the remaining coming from the State of Michigan, various charge for services, 

interest income and miscellaneous other items.    

 

Property Taxes
58%

Inter-Fund
11%

State of MI
11%

Transfers In
8%

Other
5%

Sales, Fees & 
Fines
4%

PILT
3%

Revenue

 
 

Trends in revenue are shown in the graphs below 
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Revenue Assumptions & Notes 
 
Total Property Tax Revenue decreased ($78,100) -2.3%

Total PILT increased $3,316 2.0%

Total State Revenue increased $70,281 12.8%

Total Inter-Fund Revenue increased $43,630 7.1%

Total Sales, Fees & Fines increased $63,700 37.8%

Total Other Revenue decreased ($29,327) -9.2%

Total Transfers In increased $449,385

TOTAL REVENUES increased $522,885 10.1%  
 

Overall Revenue:  Total revenue increased from the prior year budget.  Accounting changes 

which require recording of general obligation bond debt in the general fund accounted for over 

$425,000 of this or over 80%.     

 

Property Tax Revenue:  Property tax and related revenue decreased from the prior budget.  

This category includes taxes, penalties and interest and the administration fee.  Taxable value in 

the City showed a decrease of 2.6%.  The impact of this on City taxes was a reduction of over 

$80,000.  

 

Payment in Lieu of Taxes Revenue:  PILT revenue increased from the prior year budget.  This 

revenue relates to the payment-in-lieu of taxes charged to water and sewer users outside of the 

city limits, the fee paid by the Housing Commission and similar payments.  The increase was 

largely due to the annual State of Michigan inflationary adjustment. 

 

State of Michigan Revenue:  State revenue increased from the prior year budget.  This category 

includes revenue sharing, refundable liquor license fees and state grants.  The combination of 

constitutional revenue sharing and (EVIP) increased $75,000 over last yearôs budget.  The 

continuous year over year cuts in this area appear to have subsided for now. 

 

Inter -Fund Revenue:  Inter-fund revenue increased from the prior year.  This category includes 

various reimbursements to the General Fund for personnel, equipment and administration.  The 

increases in this category are primarily due to adjustments in the allocation administrative staff 

time among various activities.  The Water & Sewer utility has and will continue to consume 

increasing amounts of staff time, particularly as the system becomes more complex and finances 

tighten.  Refuse fund transfers also decreased as this area requires less attention than in previous 

years. 

  

Sales, Fees & Fines:  Sales, fees and fines increased from the prior year budget.  This is the 

result of moving to Advanced Life Support Transport service and the resulting increased fees.  

Sales declined because the budget removes the assumed sales of lots in the industrial parks 

which have not been happening.     
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Other Revenue:  Other revenue decreased from the prior year budget.  This category includes 

interest income, franchise fees, reimbursement, lease income, refunds and the like.  The decrease 

is the result of the loss of the $15,000 annual payment by the LRBOI to hire their officers to 

maintain their MCOLES certifications and less DDA bond debt reimbursement as the payment 

on this bond has declined since it was refinanced. 

  
Transfers In:  Transfers in increased.  The increase is the result of recording the 2010 Capital 

Improvement bond in the general fund.  This debt service is paid out of the general fund and the 

water and sewer fund, street funds and capital improvement fund all transfer money to cover this 

payment.  This also includes a $25,000 contribution from fund balance to cover non-recurring 

legal and appraisal fees relating to tax appeals.  See tax Appeal issue page. 

  

City Council Decision:  City Council took the following action on the Managerôs recommended 

budget:   

 

 Budget as recommended   Budget with changes 

 

Changes:   
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Year to Year

REVENUES 2011 2012 2012 Manager Council Budget

Actual Budget Projected Budget Adopted Difference

402.000  Real & Pers Prop Tax 3,103,434$  2,997,001$  3,000,000$  2,924,037$  2,924,037$      (72,964)$       

411.000  Delinquent Real Prop Tax 216,703$     228,362$     225,000$     220,381$     220,381$         (7,981)$         

420.000  Delinquent Pers Prop Tax 665$           5,779$        16,000$      8,148$        8,148$            2,370$          

445.000  Tax Penalties & Interest 23,510$      35,153$      20,000$      37,380$      37,380$          2,227$          

447.000  Tax Administration Fee 99,908$      99,653$      99,000$      97,901$      97,901$          (1,752)$         

Total Property Tax Revenue 3,444,220$  3,365,948$  3,360,000$  3,287,848$  3,287,848$      ($78,100)

640.000  In Lieu of Taxes 163,287$     165,809$     165,809$     169,125$     169,125$         3,316$          

Total PILT 163,287$     165,809$     165,809$     169,125$     169,125$         $3,316

501.000  Federal Grant Revenue 4,900$        -$            -$            -$            -$                -$             

539.000  State Grant Revenue -$            20,000$      55,000$      14,500$      14,500$          (5,500)$         

539.002  Crim Just Training Grant 2,522$        2,700$        2,700$        2,700$        2,700$            -$             

574.000  State Share Liquor Tax 8,741$        8,100$        8,200$        8,300$        8,300$            200$             

575.000  State Shared Revenue 628,941$     516,648$     583,623$     592,229$     592,229$         75,581$        

Total State Revenue 645,103$     547,448$     649,523$     617,729$     617,729$         $70,281

627.000  Charge for Serv - Bldg. Insp. 10,000$      10,000$      10,000$      10,000$      10,000$          -$             

628.000  Charge for Serv - Boat Ramp 9,000$        9,000$        9,000$        9,487$        9,487$            486$             

630.000  Charge for Serv - Local St. 75,000$      75,000$      75,000$      80,000$      80,000$          5,000$          

631.000  Charge for Serv - Major St. 189,000$     189,000$     189,000$     202,000$     202,000$         13,000$        

632.000  Charge for Serv - Marina 13,000$      13,000$      13,000$      13,982$      13,982$          982$             

634.000  Charge for Serv - Refuse 74,500$      69,500$      69,500$      64,955$      64,955$          (4,545)$         

635.000  Charge for Serv - W&S 235,000$     248,000$     248,000$     276,706$     276,706$         28,706$        

Total Inter-Fund Revenue 605,500$     613,500$     613,500$     657,130$     657,130$         $43,630

450.000  Business Registration 900$           1,500$        1,500$        1,500$        1,500$            -$             

485.000  Permits 6,039$        7,500$        7,500$        7,500$        7,500$            -$             

626.000  Charge for Service 23,761$      100,300$     20,000$      25,000$      25,000$          (75,300)$       

629.000  Charge for Serv - Inspections 13,690$      11,000$      9,000$        11,000$      11,000$          -$             

636.000  Charge for Serv - Transport 5,823$        80,000$      145,000$     145,000$         145,000$      

642.000  Sales 37,690$      8,200$        58,000$      2,200$        2,200$            (6,000)$         

655.000  Fines & Forfeits 33,138$      40,000$      35,000$      40,000$      40,000$          -$             

Total Sales, Fees & Fines 121,040$     168,500$     211,000$     232,200$     232,200$         $63,700
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Year to Year

2011 2012 2012 Manager Council Budget

Actual Budget Projected Budget Adopted Difference

490.000  Franchise Fees 88,443$      86,000$      88,000$      88,000$      88,000$          2,000$          

664.000  Interest Income 2,999$        4,629$        2,000$        2,806$        2,806$            (1,823)$         

667.000  Rental Income 7,221$        4,500$        4,500$        4,500$        4,500$            -$             

668.000  Riverfront Lease Income 23,704$      24,885$      24,885$      24,122$      24,122$          (763)$            

671.000  Other Revenue 657$           1,000$        500$           1,000$        1,000$            -$             

674.000  Contributions\Donations 1,903$        1,000$        15,000$      1,000$        1,000$            -$             

676.000  Reimbursements 167,118$     162,491$     190,000$     133,750$     133,750$         (28,741)$       

687.000  Refunds 85$             23,000$      28,000$      23,000$      23,000$          -$             

688.000  Refunds - W.C. Premium -$            10,000$      9,808$        10,000$      10,000$          -$             

695.000  Insurance Settlement 20,027$      -$            -$            -$            -$                -$             

Total Other Revenue 312,157$     317,505$     362,693$     288,178$     288,178$         ($29,327)

699.000  Operating Transfer In 159,900$     -$            428,585$     424,385$     424,385$         424,385$      

            Contribution from Fund Balance 25,000$      25,000$          25,000$        

Total Transfers In 159,900$     -$            428,585$     449,385$     449,385$         449,385$      

TOTAL REVENUES 5,451,209$  5,178,710$  5,791,110$  5,701,596$  5,701,596$      522,885$      
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General Fund 

Legislative 
 

 

The Legislative department accounts for the expenses of City Council.  It includes things such as 

compensation, fringes, travel & training expense, MML membership and Mayorôs exchange.   

 

Legislative Assumptions & Notes 

 
Total Costs decreased ($1,606) -3.4%

Employee Costs increased $29 0.1%

Operational Costs decreased ($1,635) -8.7%  
 

Total Costs:  Total costs decreased from the prior year budget. 

 

Employee Costs:  Employee costs decreased immaterially from the prior year budget.  Council 

previously rejected a wage increase recommended by the Compensation Commission.  

 

Operational Costs:  Operational costs decreased from the prior year budget.  Mayorôs Exchange 

budget was reduced to better reflect actual expenses. 

 

City Council Decision:  City Council took the following action on the Managerôs recommended 

budget:   

 

 Budget as recommended   Budget with changes 

 

Changes: 
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Year to Year

101 Legislative 2011 2012 2012 Manager Council Budget Percent

Actual Budget Projected Budget Adopted Difference Change

702.000  Salaries 26,536$  27,052$  27,052$   27,052$  27,052$  -$             0.0%

712.001  Costs - Social Security 1,645$    1,677$    1,677$     1,677$    1,677$    -$             0.0%

712.002  Costs - Medicare 385$      392$      392$       392$      392$      -$             0.0%

712.007  SUTA -$       -$       -$        -$       -$       -$             

712.009  Costs - Work Comp 34$        40$        40$         69$        69$        29$              72.7%

Employee Costs 28,601$  29,162$  29,161$   29,191$  29,191$  $29 0.1%

728.000  Office/Operating 6,760$    12,500$  12,500$   10,865$  10,865$  (1,635)$         -13.1%

860.000  Travel & Training 4,917$    6,250$    6,250$     6,250$    6,250$    -$             0.0%

Operating Costs 11,677$  18,750$  18,750$   17,115$  17,115$  ($1,635) -8.7%

TOTAL LEGISLATIVE 40,278$  47,912$  47,911$   46,306$  46,306$  ($1,606) -3.4%
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General Fund 

Manager 
 

 

Mitch Deisch is the City Manager for the City 

of Manistee.  He has been with the City for 

11 years.  

 

The City Manager is the chief administrative 

officer of the City and is appointed by City 

Council.  The City Manager is primarily 

responsible for the efficient administration of 

all City Departments; the enforcement of all 

City laws and ordinances; the appointment of 

certain City department heads, with the 

consent of City Council; to fully advise the 

Council on policies, affairs, financial 

conditions and the needs of the City; the 

enforcement of any franchises, contracts or agreements; and the recommendation and 

administration of an annual City budget. 

 

The City Manager maintains a system of accounts which conform to a uniform system required 

by law, the City Council and generally accepted principles and procedures of government 

accounting.  In addition to this the City Manager performs other duties as may be prescribed by 

City Charter, City Ordinances or City Council.   

 

 

Mitch Deisch 

City Manager 

Cindy Lokovich 

Executive Secretary 

City 
Manager 

Public Safety 
Director 

Public Works 
Director 

Financial Services 
Director 

Community 
Development 

Director 
City Clerk City Assessor Attorney Engineer 














































































































































































































